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NOTES TO CONSOLIDATED FINANCIAL STATEKINTS
(Dollar. in Million. Except 'er ahare Amountl)

(Unaudit..d)

ca) ACCOUNTING 'OLICIES - Th. conlolidat.CS financial at.at..m.nt.a have
b.en pr.par.d by American T.l.phone and T.l.gr.ph Comp.ny (-AT&T"
or t.h. -Company") purau.nt t.o t.h. rul•• and regul.t.iona of ~he

'.curitie••nd Exchange commia.ion C-IEC") and, in ~h. opinion of
m.nagement., include .11 .djult.mentl, conlilt.ing of only nerm.l
r.curring .djult.m.nt.1 n.c••••ry for a f.ir at..t.am.nt. of ~he

cenlolidat.ed r ••ult.. ef operat.ien., financi.l po.it.ien and c.lh
flew. fer .ach peried prel.nted. The cen.olidat.ed fin.nci.l
at.at.em.nt.a include t.h. acceunt.. ef fer.ign ent.it.ie. ba••d on
~heir fileal ye.r, which .ndl eit.her Novemb.r 30 er Pecemb.r 31.
The con.olidated re.ult.a fer int..rim peried. ar. not. n.c••••rily
indicat.ive ef re.ult.. fer t.he full ye.r. Th••e financial
at..t.m.ntl .hould b. raad in cenjunct.ion wit.h AT&T'. 1992 Annu.l
Report t.o Shareowner••nd Form 10-~ for t.he y.ar and.d December
31, 199~.

Cert.in prior year amount. have beeT! reel•••ili.d t.o conform with
t.h. current pre.entation,

I

C~) CHANGES!~ ACCOUNTING 'RINCIJlLES

CHANGE IN ACCOUNTING FOR 'OSTRITIRI~~NT IENEFITS OTHER THAN
PENSIONS - Eff.ctive ~.nu.ry 1, 1993, AT'T .dopt.d It.t.ement of
Financial Account.in; St.ndard. C"SFAS~) No. 106, "Empleyer.'
Accountin; for Po.tretirement lenefit. ~her Than Pan.ien•• " Thi•
• tandard requir.. companie. to accrue for e.timated future
pOltr.tirement benefit expen••• durin; the year. employee••re
working .nd earning b.nefit.. for r.tirem.nt. Previou.ly, AT'T
expen.ed retir.e health care benefit.. a. claim. were incurred .nd
life in.ur.nc. ben.fit.••• plan ••••t. w.re funded.

Under t.he n.w .t.nd.rd, AT'T ha. an accumulated po.tret.irement
b.nefit o~ligation rel.ted to pa.t .ervice from current r.tir.e.
and activa .mploy.... A pertien of that liabilit.y wa. provided
for by funding vreup life in.uranc. ben.fit.a and by funding
tru.t. for ha.lt.h c.r. benefit. prier ~e 1993.

In additien, AT&T r.imbura•• ~h. div••t.d ••11 'y.t.em ~.gienal

Helding Ccmpani•• fer a pertien of ~h.ir ceat.a ~o provide h.alth
care ben.fit.., incr.aae. in pen.ien., and oth.r peat.r.t.irement
b.n.fit. te pr.-di•••titure r.tir.a. undar the term. of the
Piv.atitur. Plan of ~.organi&atien. Through 1992, thea.
r.imbur.em.nt. were expen••d •• incurr.d. AT,r recogniaed the
lia=ili~y fer th••• pe.tr.t1rem.n~ ben.fit. expena•• in conn.ction
with the adeption of IFAS )io. 106"
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NOTES TO eONSO~IDATtD FINANCIAl ITA7tM!~~S (COXT'D)
(Dellar. in Milli~n. Except Plr Shari Am~unt.)

(Una\,1dit.dl

AT'T .l.cted t~ r.cerd a on.-t1me char;1 of $11,317 to r.cord the
unfunded pertien ~f the accumulat.d po.tr.t1rement ben.fit
o~ligation undlr .FA5 Ne. 106 and the pc.tr.tirem.nt liability
r.l.t.d te the dive.ted ••11 Iy.tem ~.gi~nal Held1n; Companie. a.
of ~anuary 1, 1"3. Thl charg. r.fl.ct. the r.cognition of
accum\,11at.d pc.tr.t1remlnt benlfit o~li;ation. of $12,'86, net of
51,669 ef plan ••••t. and amC\,1nt. pr,vi~u.ly r.cerd.d. An aft.r­
tax charg. ef 57,023 ($5.21 per Ihar.), including 11,375 for pre­
div••titur. retir.e., wa. r.cerded a. the cum\,11ativ. effect of an
acc~untin; chang. in the fir.t quart.r ef 19'3.

Apart from this charge, the n.~ methed ef acceunting fer
pOI~r.tirement benefit expen.e. had ne mat.rial eff.ct on n.t
income for the fir.t quarter ef 1993. Thi. acce\,1ntin; chanoe ~~c.

net affect ca.h flew•. See allo Net. Ifi.

CH~'CI IX ACCOUNTING 'O~ INCO~X TAXES - A~.o .ffectiv. January 1,
19~J, AT'T adopted SFAS Ne. 109, "Acceuntln; for Income Tax••. "
Amon; other provilion., this .tandard r.quire. deferred t.x
balance. to be determined u.in; the enacted incom. tax rat. for
the y.ar. in which t.xe. ~ill be p.id or refund. receiv.d. Prior
te 1993, AT'T'I deferred t.x account. r.flected the Itltutory
rat•• that wer. in eff.ct when the deferral. w.r. initi.ted.

The adoption of I'AS No. 109 r ••ulted in a n.t ine~me benefit of
$383, or $.28 per .hlre. Thi. benefit wa. record.d .1 the
cumulative effect of an accountin; chino, in the firlt quarter of
19i3.

Apart from this benefit, the ne~ m.thod of account in; for incom.
taxe. had ne mat.rial .ffect on net income for the three month.
ended March 31, 19S3 .nd i. not expected te have. m.teri.l
effect on net inc~me in future period. unle•••t.tutory tax r.te.
chan;e. Financial .tat.ment. for prier year. w.r. not re.tat.d.
This acceunt-in; chan;e ha. nc .ffect on caah flew•• Se. al.o Not.
(;) .

(C) INV!NTO~Its - Inv.ntori•• at March 31, 1993 and necemb'r 31, 1"2
wer••• fell~wll

March 31, n.cemb.r 31,
1"3 1"2

Comple~.d 900da ............. '. " .. $1,IS7 $1,689
Work-~n-precea. and raw

lIlateriall ••••••••••••••••• -II " 1,142 '''0
're~al 1nventort,1 •••••••••• ., • '11 'II 53.029 $2,659

I
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NOTES TO CONSOlIDATED FINANCIAl STATEKENTS (CONT'O)
(Oollar. in Million. Except Per Share Amount')

(Unau~ited)

The propo.ed ~ran,action. are atil1 being negotiat.d an~ ~h.re i.
no a ••uranc. ~hat a final agr.ement will be r ••ch.~. Any final
agr.ement i. aubj.ct ~o approval by AT'T'a Soard of ~ir.etor"
McCaw', Soard of Dir.ctor. and applicabl. vov.rnment agenci•••
Financing for the propo••d tran,action••ay includ. n.wly iaau.~

ahare. ef AT'! common atock a. well a. debt.

In F.bruary 1993, in a ••parat. ~ran'letien from ~h. propca.~
atrat.gic allianc. d••crib.d above, AT'! acquir.d an approximate
" int.r••t in McCaw whan McCaw .x.rciae~ an optien, vrant.d by
AT'T, ~o aell AT'! approximat.ly 14.5 millien n.wly i.eu.d .har.,
of McCaw'. Cla.1 A Common Stock at $27.625 per Ihar., fer a ~otal

COlt. ef $400. A. a r ••ult ef thi. tranlacU.en, it i. propo••d
that t~.. numb.r ef Ihlr.. and the pric. per Ihar. of the Ihare,
to be purcha.ed frem McCaw under ~he propoe.d tran.actien,
d••crib.d above, would be adju.t.d .0 that the tetal .har••
purcha.ed will be approximat.ly 47.6 mil~ion ahare. at a co.t of
52,000 plus inter••t from D.c.mber 3l, 1992.

In January 1993, a petition wa. fil.d with ~he F.deral
Communication. Commi••ion (-rCC") by thr.e regional t.l.phon.
comp.ni•• r.qu••ting an inv••tioation into AT'T'a inv••tment in I

MCCaw. Tho.e compani•• cllim that an allilnce betw.en AT'T and
McCaw would cr.ate a dominant, n.tionwide, v.rtically-int.grat.d
t.lecommunic.tion••ervic•• comp.ny. They lugg••t that the FCC
.hould remove r.gulatory r ••triction. that inhibit ~heir ability
to compete with AT'T and McCaw or, if .uch r ••triction. cannot be
lifted, that the rcc .hould impo.e tho.e .ame re.triction. on
AT'! and McCaw. The matter i. currently pending.

(f) POST~TI~~~~T IENErITS OTHER THAN PENSIONS - AT'T'I benefit
plan. for retiree. include h.alth care benefit., life in.urance
covera;e and di.count. on lon; dietance t.l.phone I.rvic.. for
the majority of ita r.tir•••• Although th••• ben.fit plan. are
....nti.lly noncontributory, AT'! plac.d upper limit. on it.
contribution. ~oward h.alth car. cov.rag. for lem. r.tir••••
Th••e cap. w.re ••tabli.hed in 1989 and will VO into .ff.ct on
July 1, 1995 for all future r.tir••• and all employ.e. who retire
en or after March 1, 1.90. Th••e cap. do net Itmit ~he paymentl
made in the event ef a claim, rather, ~hey will r.lult in
retire•• Iharing 1n ~he co.t of prOViding health car. cov.rag••

Po.tr.tirement benefit plan contribution. are principally
deterw.ined uaing ~he modified attained aoe normal ..thod for
health care benefi~. and the aggreg.te coat method for ,roup life
in.uranee benefite. AT'T hi' funded it. ,roup life inluranee
benefitl for many yeara and bagan funding trulte for heal~h care
ben.fitl in 1.91.
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NOTES TO CONSOLIDATED rINANCIA1 STATEMENTS (CONT'D)
(Doll.r. in Millionl Exc.pt P.r Ih.r. Amount.)

(Un.u~it.d)

Th. c~pcn.nt. of the n.t pc.tr.t1rement benefit pl.n co.t for
AT'T'. employ.el .nd retiree. for the three .onth. en~ed

M.rch 31, 1993 vere •• follow.:

.erv1ce co.t -- benefit. e.rne~ durin; the per1o~
Intere.t co.t on .ccumul.ted po.tretirement

benefit obligation
Exp.cted return on pl.n ••••t.
Amorti&.tion of unrecogni&ed prior .ervice co.t
N.t po.tretirem.nt ben.fit co.t

Th. following t.bl••how. the funded .t.tu. of AT'T'.
po.tr.tirem.nt ben.fit pl.na reconcil.d with the amount
recognized in the ~onaolidated bal.nee .he.t •• of
~.nu.ry 1, 1993:

Accumulated pOltretirem.nt ben.fit o=l1;a'ion:
Retire••
Fully eligi=le .ctive pl.n p.rticip.nt.
Oth.r .ctiv. pl.n participant.

Accumulated po.tretir.ment ben.fit o=ligation
Pl.n ••••t ••t mark.t v.lue, prim.rily li.ted .tock.,

corp=r.t••nd gov.rnm.ntal d.=t, c••h .nd
c.lh equiv.lent••nd life inauranc. contr.ct.

Unfund.d po.tret1rement ben.fit o=ligation
Unrecognized prior .ervice COlt
Accrued pOltretir.ment ben.fit 0=li9.t~o~

1 24

21'
(.5),

1203

S 8,101
l,OeS
1,703

10,889

2,294
',59S

228
$8,367

I

The AT'T planl prOViding po.tr.tirem.nt he.lth care benefit••nd
di.countl on long di.tanc•••rv!ce. were und.rfunded •• of
~.nu.ry 1, 19'3. Th••ccumul.ted po.tretirement ben.fit
oblig.tion .nd pl.n ••••t. for the.e pl.n. were $9,613 .nd $873,
re.pectively •• of ~.nu.ry 1, 1993.

The weighted-av.rag. dilcount r.te u.ed in d.t.rmining AT'T'.
po.tr.tir.m.nt b.n.fit obligation und.r .rAS 106 .t J.nu.ry 1,
1'93 w.a 8.25', Th••xpected long-t.rm r.t. of return on pl.n
••••t. wa. 9,0'. Th•••Iumed r.t. of incr•••• in the per c.p1t.
co.t of coy.r.d h••lth c.r. ben.fit. (i.e., the h••lth care co.t
trend r.t.) w•• , ••, for 1993, d.cr•••ing gr.d~.lly to I." by
the ye.r 2021 .nd r.m.ining l.v.l th.r••fter.
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NOTES TO CONSOLIDATED 'INANCI~ STATEMENTS (CONT'D)
(Dollar. in Million. Exc.pt P.r Shar. Amount.)

(UnaucUt.d)

Th. he.lth c.re coat ~rand rata •••umption h••••i;nificant
effect on the amount. reported. Te illu.trate, 1ncrea.in; the
•••umed trend rate by l' in each year vould r.i•• the "1.5 106
.ccumulated po.tretirem.nt ben.fit obligation for AT5T'. benefit
pl.nl .t Janu.ry 1, 1"3 by 5714, .nd the .ggregate of the
••rvic. co.t .nd int.re.t co.t compon.nt. of n.t pOltretirement
ben.fit co.t for the three month. end.d March 31, 1"3 by 11'.

In .ddition to the .bov. liability for AT5T's poltretirament
ben.fit pl.n co.t., AT'T'. unfund.d liability to the ••11 Iy.tam
~.;ion.l Holdin; Comp.ni•• fer pr.-div••titure r.tire•• v••
12,310 .t J.nu.ry 1, l'S3. Thi. liability w•• r.cord.d and
imm.di.t.ly r.co;niz.d in conn.ction with AT'!' ••doption of I'AS
106.

(9) INCOME TAXIS - D.f.rr.d t.x ••••t ••nd li.biliti•• repre••nt the
amount of tax•••xp.ct.d to be paid or r.fund.d in future period'
••• r ••ult of diff.renc•• in the book .nd t.x b•••• of v.riou.
oth.r ••••t ••nd li.biliti••• Th. component. of deferred t.x
••••t ••nd li.biliti•••• of J.nuary 1, 1"3, .ft.r .doption of
STAS No. 109 .nd STAS No. 106" ar. I' follow.:

Prop.rty, plant .nd equipm.nt
lu.in••• re.tructurin; ch.r;••
Employe. pen.ion., oth.r po.t-

r.tir.m.nt b.n.fit' .nd other
b.n.fit.

R••erve, .nd .llow.nc••
Unamortiz.d inv••tm.nt tax cr.dita
Other

Tot.l d.f.rr.d t.x••

n.f.rr.d T.x
I

D.ferred T.x
A••eta 1.i.biliti••

S '5 $3,254
831

4,318 1,031
1,284 453

141
'743 US

$7,U2 $5,283

(h) AT'T ~OIT BOLnINGS, INC. - In conn.ction with. restructuring
of AT'T C.pit.l Holdin;., Inc. (form.rly AT'T C.pit.l
Corpor.tion) effective M.rch 31, 1"3, AT'! 1••ued a direct, full
and uncondition.l vu.r.nte. of all the out.tanding public
ind.btedne•• of AT'T Credit Holdin;., Inc. (formerly AT'T Credit
Corpor.tion). AT'T Credit Holdin;., Inc. i. a wholly owned
lubsidiary of AT'T C.pital Holdin;s, Inc., which 1. a wholly
ownad subsidi.ry of AT'T. As a ra.ult of the re.tructurin;, AT'T
Credit Holdin;" Inc. will cea•• filing periodic report. under
the 'ecuritie. Exch.nge Act of 1'34.
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MANAGEMENT'I ~ISCUSSION AND ANALYSIS OF
~SULTS OF OPE~TIONS AND rINANCIAL CONDITION

IIUIADEMEn'S 1»1.CU111OR UD UALTIII

A~'T'. incom. ~.for. cumul.tive .ff.ct. of .ccounting chang•• va. "'6
~i11ion, or ,.'4 per ahar., in ~h. f1r.t quart.r of 1"3, • 12.8
perc.nt incr•••• frem leS3 million, or 1.67 per .har. in the fir.t
q\a.n.r of 1U2.

Eff.ctiv. J.nu.ry 1, 1"3, AT'T .dopt.d St.tement cf rin.nci.l
Accounting It.nd.rd. (WlrASW) No. 106, Wlmploy.r.' Accounting for
Po.tr.tir.ment ••n.fit. Oth.r ~h.n Pen.ion.,w .nd IrAS No. 10',
-Accounting for Incom. T.x••• • AT'T r.cognia.d ~h. cumul.tiv. prior
y••r.' .ff.ct. of .ccounting ch.ng•• in ~h. fir.t q\a.rt.r of 1'93. ~h.

cumul.tiv. prior y••r.' .ff.~ of the ch.ng. in .ccounting for
po.tr.tir.m.nt benefit .xpen.e. w••• ch.rge of 17.023 billion, net of
incom. tax b.neUt. of $4.294 billion. Th. c~.mulativ. prior y••r.·
.ff.ct of the ch.nge in .ccounting for incom. t.x•• w••• g.in of 1383
~illion. Co~in.d, th••••ccounting ch.nge. reduc.d n.t incom. by
$6.640 billion or 14.'3 per .har•. A. a re.ult, AT'T report.d • 10••
of $5.644 billion, or $4.19 par .h.re t for th.·qu.rt.r. (I•••1.0
Note. (b), (f) and (9 ) . )

The n.w .ccounting .tand.rd for po.tr.tir.m.nt b.n.fit. r.quire.
co~p.ni•• to .ccru•••tim.t.d po.tr.tir.m.nt ben.fit .xpen••• during I

the y••r••mploy.e••r. working .nd ••rning ben.fit. for r.tir.ment.
Pr.viou.ly, AT'T .xp.n••d r.tir•• h.alth c.r. b.n.fit••• the cl.im.
vera incurr.d .nd life in.ur.nc. b.n.fit••• pl.n ••••t. w.r. fund.d.
Th. n.w .ccounting .t.nd.rd for income ~.x•• requir•• comp.ni•• ~o

d.t.~in. the amount of th.ir incom. t.x•• b•••d on the .n.~.d ~.x

r.t•• for the period. wh.n income t.x•• will be p.id or r.fund.
r.c.iv.d. 10m. of AT'T'. d.f.rr.d t.x .ccount. r.fl.ct.d the high.r
t.x rat•• in .ffect in prior y••r •• Other th.n the pot.nti.l 1mpact on
incom. tax•• from ch.ng•• in .tatutory tax r.t•• , th••••ccounting
ch.ng•• • r. not .xp.cted to h.v•• m.t.ri.l .ff.ct on n.t incom. in
future period. and th.y do not .ff.ct c••h flow••

Tot.l r.v.nue. ro•• ~o $15.719 billion frem $15.375 ~illion in the
y••r-.go q\a.rt.r, prim.rily driv.n by growth in fin.ncial and long
di.t.nc•••rvic•••nd ••1•• of n.twork t.l.communication. product••nd
micro.l.ctronic compon.nt•. Oper.ting income incr••••d ~o 11.625
billion, • 12.' perc.nt incr•••• from the y••r-.go qu.rt.r, a. ~otal

co.t••tay.d .pproxim.t.ly l.v.l d••pit. the r.v.nu. growth.

Th. more d.t.il.d di.cu••ion that follow. i. ba••d on a comp.rilon of
~h. thr•• ~ontl1••nd.d H.rch 31, 1993 with ~h. comp.r~l. period of
1"2, unl••• oth.rwi•• not.d.
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UNITED S'%'ATES

SECURITIES AND EXCHANGE COMMISSION

Washington, DC 20549

'FORM 10-Q

•• X.• QUAR'%'ERLY REPOR'%' PURSUAN'%' TO SECTION 13 OR lS(d) OF THE

SECURITIES EXCHANGE ACT OF 1934

For the q~arterly perio~ ended June 30, 1993

OR

••... TR)J;SITION REPORT PURSUAN'%' TO SECTION 13 OR 15(d) OT THE SECURITIES
EXCHANGE ACT Of 1934

Tor the transition period from to _

C01T'Jl'lission file n~mber 1-1105 . J

k~!RICAN TELEPHONE AND TELEGRAPH COMPANY

A New York I.R.S. Employer
Corporation No. 13-4924710

32 Aven~e of the Americls, Ne\ll York, New York 10013-2"12

Telephone - Area Code 212-387-5400

Indicate by check mark Whether the registrant (1) has filed all
reports reqUired to ~e filed by Section 13 or 15(d) of the securities
Exchange Act of 1934 during the prece~ing 12 months (or for such
shorter period that the registrant was required to file such reports),
and (2) has been subject to such filing requirements for the past 90
days. Yes •• X. • No ••..,,,

At ~u~y 31, 1993 1,347,580,000 common shares were outstandin;.
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PART I - FINANCIAL INFORMATION
COt:SOLIDATED STATEMENTS OF INCOME (CONT'D)

(Dollars in Millions Except Per Share Amounts)
(Unaudited)

For the Thre.
Months Ended

June 30
lSS) lSS2

For the Six
Months Ended

June 30
19S) lS92

Cumulative effects on prior year.
of chan;e. in accountin; for:

Postretirement benefits (net of
income taxes of $4,294) (d) ••. 0 0 (7,023) 0

lncome taxes (c5) ................ _I 0 0 383 0
eur.ul"tive effects of

accounting chang.s ..•.•••••••. 0 0 (6,640: 0
Net Incor::. (Los,·) ••••••• If ....... ot $1,044 $ 961 $(4,600) $ 1,8~4

\;Iighted average COll'..mon shares
outstancUn; (~illions) ..•.•.•. 1,352 . 1,332 1,350 1,325

Per Co~on Share:
Income before cumulative effects

Iof accounting chang.s ••••••••. $ .77 $ .72 $ 1.51 $ 1. 39
eu~ulative effects of accounting

change................ "" 111 ~l •••••• lit (4.92)
Net Income (Loss) •.•. 'lI .... t. _ ..• ,.• ~. $ .77 $ .72 $(3.41) $ 1.39

Dividends declared per
co~on .hare .. ,,, ......•••••.• '. $ .33 $ .33 $ .66 $ .66

See Notes to Consolidated Financial Statements.
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CONSOLIDATED BALANCE SHErTS (CONT'D)
(Dollar. in Million. Exc.pt Per Share Amount)

(UnaucHted)

LIABILITIES AND DErE~D CREDITS

Account. p.y.bl•••••••••••••••••••••••••
P.yroll and benefit-r.l.ted li.biliti••.
Postretirement benefit li.biliti.s ••.•..
D.bt ••turin; within one y ••r •••••••.•••
Dividend. p.yabl•••••••••••••••••.••.•..
Other curr.nt li.biliti••.•••• ~ .•.••....

Tot.l current li.biliti.s .•.•••.........

Long-t.rm debt including capit.l
lease. (f) ••••••••••.•••••••••.••. II- '" • lie

Postr.tir.ment benefit liabiliti.s ..... ~

Other liabiliti.s .••••••••.•••••........
D.ferred incom. tax••..•••••••••••••....
Un.mortized inv••tm.nt tax cr.dit•......
Other d.f.rr.d cr.cHts .....•.•.•.... I " , "

Tot.l liabiliti.s , def.rred credits ....

Minority inter.st•....••••••••..• , .•... o

SHARtO~~ERS' EQUITY
Co~on stock - par value $1 p.r .har•...

Authorized .har.s: 2,000,000,000
Outst.nding .h.r.s:
1,347,007,000 at June 30, 1993
1,339,831,000 at D.c.mb.r 31, 1992

Addition.l p.id-in c.pital •••••.•.••..•.
Gu.rant••d ESOP oblig.tion.••••••..•..•.
Foreign curr.ncy tran.lation

adju.tment••••••••••••••••••••• "••.•••
R.tain.d .arnings ..••••••••••••••.•.••.

Total .har.own.rs' .quity .

TOTAL LIABILITIES/SHAREOWNERS' EQUITy ••.•

Jun. 30, D.c.mb.r 31,
1993 1992

$ ..,820 $ 5,045
2,944 3,336

560 \\
1,995 7,600

..47 443
4,775 4,962

22,541 21,386

7,381 8,604
\\7,968

4,714 2,634
544 .. ,660
314 ISO
197 81

"3,659 37,815

.. 33 .. S2

1,347 1,340

11,726 11,"25
(382) ("07 )

(5) 6S
'73 6,"98

13,659 11,'21

$57,751 $57,188

S.e Notes to Consolid.t.d Financial St.t.m.nts.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Oollars in Millions)

(Unaudited)

<P~Gt> 6

For the Six
Months Ended

Jun. 3D,
1993 1992

6,640

"1,776 1,757
836 828
287 39

(162) (534)
(723) (66)
(227) (1)

(570) (563)

(122) (73)

3,135 3,23).

operating Activiti••
N.t income (10•• ) ••••••••••••••••••••••••
Adju.tm.nt. to r.concil. net incom. to

n.t ca.h provid.d by op.r.ting
.ctiviti•• :

CUmul.tiv••ff.cts of .ccounting
chang•• (d) •••••••••••••••••••••• 8 ••

D.pr.ci.tion••••••••••••••••••••.•••••
Provi.ion for uncoll.ctibl••.••• t, •••••

Provi.ion for bu.in••• r ••tructuring ..
(Incr.a•• ) in .ccount. r.c.ivable ....•
(Incr•••• ) in inv.ntori............ ".
(O.cr.a•• )in .ccount. p.yabl•.... 0- ••

N.t chang. in oth.r operating
a.s.t••nd liabiliti... • • • • . .. .. _..

Oth.r .djustments for non-c.sh
items - n.t ~~, .

N.t c.sh provided by op.r.ting
.ctiv1ti••..... fl •••••••••••••• ~ ~.

$(4,600) $ 1,844

Inv.sting Activiti.s
C.pit.l .xp.nditur.s net of proc••ds

from ••1. or di.pos.l of prop.rty,
pl.nt and .quip=.nt of $88 and 581 .••

(Iner••se) in fin.nc. r.c.ivabl.s, n.t
of l ••••-r.l.t.d r.p.yment. of 51,910
and $ 2' I 214 t .' " • •

N.t (incr•••e) in inv••tm.nt•.•••.••..•
Acqui.itions, n.t of cash acquir.d .•.••
Oth.r inv••ting activiti•• - n.t •••••••

N.t ~.sh u••d in inv••tin; activiti.s ...•

Fin.ncing Activiti••
Proc••d. from long-t.rm debt i ••uance ••
R.tirement. of long-term d.bt ••••••••••
I ••uance of common .har•••••••••••.••••
Tre••ury .h.re••cquir.CS••••••••••.••••
Divid.nCS. p.id•••••••••••••••••••••••••
Increa.. (d.cr••••) in .hort-term

J:>orrowin;s - net•••••••••••••••• '......
Oth.r financing .ctivitie. - net •••••••

Net ca.h u••CS in fin.ncing .ctiviti.s ..••

(CONT'D

(1,489) (1,696>

(1,085) (1,481)
(56O) (33)
(250) (90)
(132) 41

(3,516) (3,259)

1,253 1,122
(2,315) (2,064)

318 282
(1) (2)

(884) (868)

1,327 (88)
20 (99)

(362) (917)
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(d) CHANGES IN ACCO~ING PRINCIPLES

CHANGE IN ACCOUNTING FOR POSTRETIREMENT BENEFITS OTHER THAN PENSIONS ­
Effective January 1, 1993, AT'T .dopted statement of Financial
Accounting Standards ("SFAS") No. 106, "bployer.' Accounting for
Po.tretirement .enefit. Other Than Pen.ions." Thi••tandard requires
companies to .ccrue for estimated future postretirement benefit
expen.es durin; the year. employee••re vorking and earning benefits
for retirement. Previously, AT'T expensecl retiree health care benefits
.s claims were incurred and life in.urance benefit. as plan a••ets
were funded.

Under the n.~ .tandard, AT'T has an accumulated postretirement benefit
obligation related to past .ervice from current retirees and .ctive
e~ployees. A portion of that liability va. provicled for by funding
group life insurance benefit. and by funding tru.ts for health care
~enefit. prior to 1993.

In addition, AT'T reimburse. the divested .ell System Regionai Holding
Co~panies for a portion of their costs to provide health care
benefits, increases in pensions, .nd other postretirement benefits to
pre-divestiture retirees under the terms of the Dive.titure Plan of
Reorganization. Through 1992, thes. reimbur.ement. were expensad as
incurred. AT'T recognized the liability for these po.tretirement
benefit expenses in connection with the .doption of SFAS No. 106.

AT'T elected to record a one-time charge of $11,317 to record the
unfunded portion of the accumulated po.tretirement benefit obligation
under SFAS No. 106 and the postretirement liability related to the
divested .ell System Regional Holding Companies a. of January 1, 1993.
The charge reflects the recognition of .ccumulated postr.tir.m.nt
benefit obligation. of $12,9.6, n.t of $1,669 of plan ••••t. and
amount. previou.ly recorded. An .fter-t.x charge of $7.023 ($5.20 per
ahare), inclUding $1,375 for pre-dive.titure retire•• , was recorded .s
the cumulative effect of an .ccounting change in the fir.t quarter o.f
1993.

Apart from this charg8, the neW method of accounting for
po.tretirement benefit expen.e. bad no .at.rial effect on net income
for the .ix months ended June 30, l't3 ancl i. not expected to bave a
material effect on net income in future periods. Thi. accounting
change does not .ffect cash flows.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

AT'T reported quarterly net inco.e of $1.044 billion, ~r $.77 per .hare, in
the .econd quarter of 1"3, an 8.7 percent increase compared vith year-ago
net income of $'61 million, or $.72 per ahare, in the .econd quarter of
l,g2. For the aix months ended June 30, ltt3, inco.e before cumulative
effects of accounting changes vas $2.040 billion, or $1.51 per ahare, on
~otal revenues of $32.035 billion. In the comparable 1tg2 period, net
inco.e was $1.844 billion, or $1.3' per share, on total revenues of $31.220
~illion.

Effective January 1, l,g3, AT'T adopted State.ent of Financial Accounting
Standards ("SFAS") No. 106, "Employers' Accountin; for Postretirement
Benefits Other Than Pensions," and SFAS No. lOt "Accountin; for Income
Taxes." AT'T recognized the cumulative effects of accountin, changes on
prior years in the first quarter of 1"3, ~hich reduced net income by
$6.640 billion or $4.'2 ~er share. As a result, AT'T reported a loss of
$4.6 billion, or $3.41 per ahare, for the six months of ltt3, compared with
income of $1.844 billion, or $1.3' per share~in the same period in l,g2.
(Se. also Note d). Other than the potential impact on income taxes from
changes in statutory tax rates, the.e accountin; changes are not expected
to have a material effect on net income in future periods and th~y;do not
.ffect cash flows. Effective Au;ust 1"3, the federal .tatutory tax rate
increased to 35 percent, retroactive to January 1, 1"3. This increase
will not materially impact 1993 net income.

~otal revenues reached $16.316 billion in the quarter, a 3.0 percent
increase fro. $15.845 billion in the aame period of 1'92. Throu;h June,
~otal revenue. were 2.6 percent ahead of last year. For both the quarter
and six months, the increase primarily resulted from strong growth in aale.
of products and systems, principally network syste•• and microelectronic
prod~cts, and continuing growth in financial aervice. and lealing revenue••
~evenue. from the company's long distance telecommunications aervices were
about even with the year-ago quarter, and up slightly for the aix-month
period.

The net income and earnings per ahare fiqures for the quarter and first six
~onths of l,t3 include 5287 aillion of costa to cover .pecific plana for
restructuring activities that vere announced previoualy, offaet by a 521?
million pre-tax vain on the aale of AT'T's remaining equity intereat in a
SUbsidiary, UNIX Syatem Laboratories, Inc. ("USL") and other aiacellaneous
credits.
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UNITED STATES

SECUR!TIES AND EXCHANGE COMMISSION

Washington, DC 20549

FORM 10·0

..x .. QUARTERLY REPORT PURSUANT TO SECT!ON 13 OR 15 (15) OF niE

SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended September 30, 1993

OR

T~SlT!O~ REPORT PURSUANT TO SElTION 13 OR lS(d) OF THE
SEClJRITIES EXCHANGE A:J OF 1934

Fer the tranSitlon period from _ to

A ~e~" York
Ccrp~ratior,

Commissior: file number °'1-1105

~ER!CAN TE~EPHDNE AND TELEGRAPH COMPANY , ,

I.R.S. Employer
No. 13-49:24710

32 Avenue of the Americas, New York New York 10013-2412

Telephone - Area Code 2:2-387-5400

Incicate by check mark whether the registrant (1) hal filed all reports
req~ired to be filed by Section 13 or 15ldl of the Securities Exchange
Act of 1934 during the preceding 12 months (or for luch shorter period
that the registrant was required to file .ueh report.), and (2) has been
subject to sueh filing requirements for the past 90 c5ays.
Yes ..x.. No ...

At October 31, 1993 1,350.339.000 common shares were outstanding.
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PART I - FINANCIAL INFORMATION
CONSOLIDATED STATEMENTS OF INCOME (CONT'D)

(Dollars in Millions Except Per Share Amounts)
(Unaudited1

For the Three
MOnths Ended
September 30,
1993 1992

For the Nine
Months Ended
September 30.
1993 1992

Cumulative effects on prior years
of changes in accounting for:
Postretirement benefits (net of

income taxes of $4,294) If) < ••

Income taxes (f) , .
Cumulative effects of

accounting changes .... "... ,

Net Income (Loss)

(7,023)
383

(6.640)

$ 963 $(3,527) $ 2.807

We:g~te~ average common shares
c;,;:Stancing Im:.lllonsl, .. 1 355 1.336 1.351 1.329

Fer Co~~=~ Share:
I~come before c~~~latlve effects

of accounting changes '
Cum~lative effe=:s of accounting

cha~ges. .. .
~e: l~corne (Loss s

"? 9. $

'79 5

.72

.72

$,2.30 5 2.11

(4.91)
$(2.61) S 2.11

Divide~ds declared per
comrr.on share s 33 S .33 $ .99 5

I

.99

See ~ctes to Consolidated Financia: Statements,
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CONSOLIDATED BALANCE SHEETS (C~~'D)

(Oo~lars in Millions Except Per Share Amount)
(Unaudi ted)

11.891 11,425
(355) {4 07}

(11 ) 65
1.523 6,49S

14,398 18,921

$59,453 $S7, lee

LIABILITIES AND DEFERRED CREDITS

Accounts payable " .
Payroll and benefit-related liabilities.
Postretirement benefit liabilities
Debt maturing within one year.
Dividends p.yable .
Other current liabilities.

Total current liabilities."

Long-term debt including c.pital
leases "" .. "" ..

Postretirement benefit liabi~ities

Other liabi h ties" ... " ,
Defe~red income taxes " , .
Unamortized investment tax credits
Other deferred credits" .. "

Total liabilities & deferred credits

Mino~ity interests""" ....

S~Jl~EOWKERS' EQUITY
Common stock - par value $1 per share

Authorized sh.res: 2,000.000.000
Outstanding shares:
1,350.107.000 at September 30, 1993
1.339,631,000 at December 31 1992

Additional paid-in capit.~

G~aranteed ESOP obligation.
Foreign currency translation

adJustments"", "
Retained earnings, ." .

Total shareowners' equity ..

TOTAL LlAE1 llTIES/SHAREOWNERS, EQUITY

September 30,
199'3

$ 4,668
3,116

404
9,926

447
4.669

23,230

7,173
e,lSS
4. S45

747
286
H7

44,483

572

1, 350

December 31.
1992

$ 5,045
3,336

'I
7,600

443
4,962

21,386

e,604
II

2,634
4,660

350
161

37, Bl5

452

I
1,340

See Notes to Consolidated Financial Statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Dollars in M~llions)

lUnau" it ed :
For ~he Nine
Months Ended
September 30.

1993 1992

Opera~ing Activi~ies

Net income 1loIS) ........•.......... , ..
Adjus~ments ~o reconcile net income tC

net cash provided by operating
activities:
Cumula~ive effects of accounting

changes (f). _ e' •• • •• e e

Depreciation .
Provision for uncollectibles .
Prevision for business restructuring.
lInereasel in accounts receivable.
(Increase) in inventories .
Increase (decrease)ln accounts

payable .
Net change i., other operating

assets and liabilities ...
Other a~jUStments for non-cash

items - net _ .
Ne~ cash provided by operating

actlvities

Investing Activities
Ca~~tal expenditures net of proceeds

trcm sale or disposal of property,
plant and equipment of 5153 and 5133

(Increase) in finance receivables, net
c! lease-related repayments of 52763
and 52,;4B. . e•••••••••••••

Net (increase) in investment s . ,. .
Acquisitions, net of cash acqUired
Other investing actlvities . net ,

Net cash used in investing actlvltles

F:r.ancing Activities
Proceeds from lon9-te~1 debt issuance ..
Retirements of long-term debt
Issuance of common shares,.
Treasury shares acquired ..
Dividends p.id _
Incre.se short-~erm borrowings . net
Other financing activities - net

Net cash provided by (used in)
financing .ctivities 0

(CON1"D

$13.527)

6.640
2.657
1.196

310
(784)
(905)

(351 )

(359 )

(6;)

4.810

(2.269)

(2.018 )
(563 )
(414 )
(161 )

(5.425)

2.058
/3,199)

482
(1 )

(1,330)
2.069

25

104

$ 2.807

"2.645
1.316

39
(1.213)

(112 )

80

(201 )

46

5,40;

i

(2.688)

(2.824 )
(44)

(135)
49

(5.642)

2.913
(2, 9504 )

429
12 )

(1,307 )
39

(79 )

(1.001)
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in Millions Except Per Share Amounts)

(Unaudited)

Id) LOSS ON SALE OF STOCK BY SUBSIDIARY· In August 1993, AT&T Capital
Corporation sold 5,150,000 shares of common stock in an initial
public offering and approximately 850,000 Ihares of eommon stock in
a management offering, which represents approximately 14' of the
shares outstanding, thereby reducing AT&T' I ownership to 86'. The
shares were sold at S21.50 per share resulting in net proceeds from
the stock offerings of approximately Sl15, exclulive of $18 of
recourse loans attributable to the management offering. Had the
recourse loans been included in the proceeds for purposel of
calculating AT&T's gain or losl on the sale. a net ga1n of 56 would
have been recorded. However, lince the loans are excluded from the
proceeds until collected over the next leven years, a loss of $9
was recorded for the three months ended September 30, 1993.

Ie) PxOVISION FOR INCOME TAXES - Effective August 1993, the federal
statutory tax rate increased to 35 percent, retroactive to January
1, 1993. For the three months ended September 30, 1993, AT&T
recogr.ized a benefit of $~) from adjusting existing deferred tax
balances to reflect the new rate. The benefit was largely offset
by the effect of the higher rate on income earned in 1993. As a
result, the change in corporate income <ax rates will not
materially impact 1993 net income

(f) C~~G£S IN ACCOUNTING PRINCIPLES

C~~GE !N ACCOUNTING FOR POS!KETIREMENT BENEF!TS OTHER THAN
~ENSIONS- Effective January 1, 1993. AT&T adopted Statement of
Financial ACCOunting Standards (WSFASW) No.106, wEmployers'
A=cour.~ing for Postretirement Benefits Other Than Pensions. w This
standard requires companies to accrue for estimated future
postretirement benefit expenses during the years employees are
working and earning benefits for retirement. Previously, AT&T
expensed retiree health care benefits as claims were incurred and
life ins~rance benefits as plan assets were funded.

Under the new standard. AT&T has an accumulated postretirement
benefit obligation related to past service from eurrent retirees
a~d active employees. A portion of that liability was provided for
by funding group life insurance benefits and by funding trusts for
health care benefit. prior to 1993

In addition, AT&T reimburses the divested Bell System Regional
Holding Companies for a portion of their eosts to provide health
care benefits, inereases in penlions. and other postretirement
benefits to pre·diveltiture retirees under the terms of the
Diveltiture Plan of Reorganization. Through 1'92, the.e
reimbursements were expenled al incurred. AT'T recogni&ed the
liability for these postretirement benefit expenses in eonneetion
with the adoption of SFAS No, 106
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

AT&T reported quarterly net income of $1.073 billion, or $.79 per
share, in the third quarter of 1993, an 11.4 percent increase
compared with year-ago net income of $963 million, or $.72 per share,
in the third quarter of 1992. For the nine month. ended
September 30, 1993, income before cumulative effeeta of accounting
changes was 53.113 billion, or $2.30 per ahare, compared with $2.807
billion, or $2.11 per Ihare in the aame period of 1992.

Effective January 1, 1993, AT&T adopted Statement of Financial
Acco~nting Standards (·SFAS-) No. 106, -Employers' Accounting for
Postretirement Benefits Other Than Pensions,- and SFAS No. 109
-Accounting for Income Taxes.- AT&T recognized the cumulative
effects of accounting changes on prior years in the firlt quarter of
19S3, which reduced net income by $6.640 billion or $4.91 per .hare.
As a result, AT&T reported a lOll of $3.527 billion, or 52.61 per
share, for the nine month. of 1993, comp,red with income of 52.807
billion, or S2.11 per .hare in the .ame period in 1992. (See also
Note f). Other than the impact on income taxes from changes in
s~atutory tax rates, these accounting change. are not expected to
have a material effeCt on net income in ~uture periods and they do
not affect cash flows. Effective Augult 1993, the federal statutory
tax rete increased to 3S percent, retroactive to January 1, 1993.
The effect of the higher tax rate on income earned in 1993, resulting
frO", this change, was more than offset by th. benefit recognized by AT&T
fro~ adjusting existing deferred tax balances (aee allo Note e). ~ a
re5~!t, the increase in the corporate income tax rate will not have a
materlal impact on AT&T's net income for 1993

;

Total revenues reached $16.662 billion in the quarter, a 3.0 percent
increase from 516.180 billion in the same period of 1992. Through
September, total revenues were 2.7 percent ahead of last year. For
bOth the quarter and nine months, the increase primarily resulted
fro~ stro~9 growth in sales of products and syltems, principally
network systems and microelectronic products. and continuing growth
in financial lervices and leasing revenues. Revenues from AT&T's long
distance telecommunications services were up slightly from the
year-ago q~arter and nine-month period

Co~ared with the same periods in 1992, operating income increaled
;.3 percent for the quarter and 5.6 percent for the nine months of
1993. Overall gross margin percentage increased to 39.7 percent from
36.; percent for the quarter compared to the lame period in 1992,
refleCting effective cost controls coupled with revenue growth.

The more detailed discussion that follows is based on a comparison of
the three and nine months ended September 30, 1993 with comparable
periods of 1992. ~nlesl otherwile noted
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AT&T CORP.

Benefit Provisions*

AT&T CQnLJ~Jans

• Eligibility ProVlsions- Post-retirement Health

• Medical Benefit Provision- Post-retirement Health

• Medical Cost Sharing Provisions - Post-retirement Health

• Dental Benefit Provisions - Post-retirement Health

• Eligibility and Benefit Provisions - Post-retirement Group
Life Insurance

• Eligibility and Benefit Provisions - Post-retirement
Telephone Concession Plan

This appendix provides a summary of the benefits available
to eligible retired employees and their eligible dependents
under the applicable AT&T plan. More detailed
information is provided in the official Plan documents. In
the event there is a contlict between statements in this
summary and the terms of the Plan documents, the Plan
documents will control and govern the operation of the
respective Plans. The Board of Directors of AT&T (Board)
or its delegate reserves the right to modify, suspend, change
or terminate the Plans at any time

* Provisions in effect on January I 1993
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AT&T CORP.

Summary of Post-retirement Health Plans
Eligibility Provisions

Retirement Eligibility

65
55
50
Any Age

Any Age

Dependent Eligibility

and
and
and
and

and

Minimum
Years of Service

10
20
25
30

1~

Type of Retirement

Service Pension
Service Pension
Service Pension
Service Pension

Disability Pension

Under the Medical Plan. there are three types of dependents who qualify for medical
coverage: Class I dependents and Class II dependents and sponsored children.

Class I Dependent.~ include:

• Legal spouses
• Unmarried children through the end of the year in which the child reaches age

19 (or age 23 if a full-time student), or at the end of the month in which student
status is terminated ifunder age 23

• Unmarried children. regardless of age, who are physically or mentally
handicapped and fully dependent on the retiree for financial support

Class n Dependents are individuals who are dependent on the retiree for support, have
lived with the retiree for at least six months, and have total income including Social
Security less than the stated maximum per year. This category includes unmarried
children who are not Class I dependents, brothers and sisters, parents and grandparents
(or a spouse's parents or grandparents) and unmarried grandchildren.

A Sponsored Child is an unmarried child who is not eligible for coverage as a Class I or
Class IT dependent. Sponsored children can receive coverage through the end of the
year in which the child reaches age 23 regardless of income or residence. The retiree
must pay the full cost of this coverage.

The Dental provisions cover only Class I Dependents
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AT&T CORP.

Summary of Medical Benefit Provisions

I. Plan Benefits

Type Of Expense

HOSPITAI.. CARE

Inpatient Services:
Semiprivate room, board, and
other services including intensive
care and cardiac units

Private room (if hospital has only
private rooms)

Outpatient Services:

Emergency Care

The Plan Pays *

100% if certified by HealthCheck** for up to 120 days
for each separate stay for most confinements. (30 days
for mental and nervous conditions, or alcohol or drug
detoxification I

90% if certified by HealthCheck** for up to 120 days
for each separate stay for most confinements. (30 days
for mental and nervous conditions, or alcohol or drug
detoxification)

100% of the reasonable and customary charge if
treatment is given for

• Emergency first aid within 72 hours after an accident
or the onset of a sudden and serious illness~

or
• Minor surgerv, diagnostic x-rays, and laboratory tests

at any tIme

* All categories ofcovered services and expenses, other than Hospital emergency room care
(when services rendered are of an emergency nature) and Surgical Care, are subject to the
deductible described under Other Covered Charges

** 80% ifnot certified by HealthCheck. The difference between the actual charges and 80% of
covered charges will not exceed one percent of retirees' annual pension or base pay at the end
ofprevious year
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AT&T CORP,

Summary of Medical Benefit Provisions

The Plan Pays til

Ambulatory Surgical Facility

Preadmission Testing

ALTERNATIVES TO
INPATIENT HOSPITAL CARE
Home Health Care

Extended Care Facility

SURGICAL CARE
Surgery

* See n.* on Appendix E, p 4 of 16.

100% of the facility charge

100% of the reasonable and customary costs for x-ray
and laboratory tests performed on an outpatient basis
under an approved program

100% of the reasonable and customary charges for most
services provided by an approved home health agency, if
approved by HealthCheck.

100% of the reasonable and customary charges for most
services if the care is provided immediately following a
hospital confinement for the same condition and if
approved by HealthCheck. Benefits for the hospital and
extended care facility confinement is limited to 120
days. Each day in an extended care facility is counted as
one-half day

95% of the reasonable and customary charge. The
other 5%, up to 100% of the reasonable and customary
charge, will be covered under "Other Covered
Charges II

100% of the reasonable and customary charge for
certain procedures performed on an outpatient basis.
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Summary of Medical Benefit Provisions

Type Of Expense

Outpatient Surgery Incentive

MEDICAL CARE
Diagnostic X-Rays and Lab Tests
(outside the hospital)
Radiation Therapy
Chemotherapy
Electroshock Therapy

Administration of Anesthesia
In-Hospital Doctor's Visits
In-Hospital Consultations
Well Baby Care

CHEMICAL DEPENDENCY/
SUBSTANCE ABUSE
REHABILITATION CARE

The Plan Pays Ill:

100% of the reasonable and customary charge for
certain procedures performed on an outpatient basis

100% of the reasonable and customary charge - subject
to certain limitations

90% of the reasonable and customary charge - subject
to certain limitations. The other 10%, up to 100% of
the reasonable and customary charge, will be covered
under "Other Covered Charges. "

100% of charges for inpatient care and 80% of charges
for outpatient care if received in an approved program ­
up to 30 days for each separate stay. (Outpatient limit
IS 30 visits per calendar year.) Benefits are limited to
two stays and apply only to the retiree and Class I
Dependents

* See n.* on Appendix E, p. 4 of 16.


